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February 21, 2003

A.J. Yates
Administrator, Agricultural Marketing Service
Country of Origin Labeling Program
U.S. Department of Agriculture
Room 3071-S, Mail Stop 0249
1400 Independence Avenue, SW
Washington, D.C.   20250-0249

Dear Madam/Sir:

Re: Request for Emergency Approval of a New Information Collection (Doc#LS-02-16)

The Canadian Pork Council is a federation of provincial hog farmers’ associations,
representing the interests of Canada’s 12,000 pork producers.  We are responding to the
Federal Register notice of November 21st which presents AMS estimates of recordkeeping
costs of the country-of-origin labelling (COOL) provisions of the 2002 Farm Bill and inviting
comments thereof.

We begin by confirming our agreement with comments of the Government of Canada,
submitted via a letter dated 21 January from the Canadian Embassy.  Specifically, we agree
that:

• Country of origin labelling is inconsistent with the increasingly integrated markets
within North America for livestock and meat.  COOL will be an impediment to trade, thus
frustrating the business efficiencies realized in both countries from the growing trade in
these commodities.

• This country of origin labelling legislation, with its requirements that only product from
animals born, raised and processed in the United States can be labelled as product of the
U.S., is more restrictive than country of origin identification schemes in other jurisdictions
and creates an enormous recordkeeping burden and additional bureaucracy for the
American food industry to have to contend with.
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Such costs include segregation of animals and meat products, verification and audit of
tracking system information, and increased bureaucracy throughout the meat marketing
chain.

• The recordkeeping and other costs of compliance with COOL provisions will fall
disproportionately on smaller, independent farmers.  Costs of implementing
sophisticated tracking systems of the sort required for farm to retail record-keeping, which
COOL effectively requires, will be disproportionately large for smaller farmers. 
Management effort and capital requirements will be less per unit of output for larger
enterprises.  The effort to investigate alternatives and select a system, and the investment
funds expended will have a large fixed component regardless of size of operation and thus
the cost per hog will be lower for the larger enterprises.  

Larger farms are more likely to have staff with appropriate expertise to implement record-
keeping while smaller farms are more likely to have to contract with consultants or other
suppliers from outside of their operation.

• Recordkeeping requirements for pigs marketed by independent, non-integrated, farmers
will be subject to much greater recordkeeping challenges since there are more
transactions involved with these animals.  This is confirmed in a recent release (at
http://www.seaboardpork.com/view_pressrel.asp?pr_id=25 and attached), where a Seaboard Farms
official, in announcing the company’s new traceback service on its branded Natural
PrairieFresh® Premium Pork, indicated: “Since we’re a vertically integrated company
it’s relatively easy for us trace our products to a source farm”.  

This Seaboard example is also an instance of a value-added product that can be expected to
command a premium which covers additional marketing costs such as those of a farm-to-
retail tracking system.  It is much more difficult for smaller, independent producers to
afford the costs and achieving the product volumes that would justify the financial outlays
to create a brand, to support it with advertising and to secure space in the meat case in
food retail stores.

This will have a severe negative impact on their ability to meet the challenge of remaining
competitive with production from integrated enterprises.  

Recent communications from individual U.S. pork processing companies (examples
attached for Hormel Foods, Swift & Company and IBP) bear out the significant
obligations which COOL is creating for producers to ensure their packer customers are in
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compliance with requirements they in turn are being confronted with from their own
customers, the food retailers.

Based on our own recent work on identification and traceability, the CPC is in solid
agreement with conclusions contained in the analysis performed by Drs. Hayes and Meyer
for the U.S. National Pork Producers Council (at
http://nppc.org/news/releases/2003/030211COOL.html) where they indicate that costs of a full traceback
system for U.S. hogs to meet COOL requirements will amount to several dollars per hog. 
From the knowledge we have accumulated in the course of our own work, we are not
aware of a single country that has implemented farm-to-retail tracking which is
comprehensive of their entire hog production such would appear to be necessary with the
U.S. COOL provisions, with the huge costs being the major limiting factor.

• Mandatory country of origin labelling will have a negative impact on U.S. hog slaughter
capacity and competition. If, as we expect, U.S. packers will find it unattractive to
purchase Canadian slaughter hogs due to costs of segregation, record-keeping, etc., the
capacity utilization and, in turn, the economic viability of certain U.S. plants will be
negatively affected thus potentially resulting in closure.  This will force hog producers
formerly shipping to those plants to transport hogs further distances to packers located
elsewhere, thus increasing their costs.  It will also weaken competition within the U.S.
packing sector, given that having fewer buyers will weaken marketing leverage of the
producer sector.

• Compliance costs will have to be absorbed largely, if not totally, by the meat and livestock
sector.  For pork and red meats to remain price competitive with poultry (which is not
subject to mandatory labelling), the production and distribution chain will be forced to
absorb the enormous recordkeeping and other compliance costs of COOL.  The severe
deterioration in the cost competitiveness of pork relative to poultry meats will further
depress the domestic sales potential for U.S. hog producers.

• The imposition of mandatory COOL could seriously upset the hog production and
marketing behaviour within North America.  Canada exported almost 4 million feeder
pigs (including early weaned or ‘isowean’ piglets) to the United States in 2002.  If COOL
discourages U.S. hog feeding enterprises from purchasing Canadian feeder pigs due to
costs of segregation, record-keeping and lack of buyer (i.e., packer) interest, this will
encourage increased feeder pig production in the United States.  There could be a
concurrent increase in feeding capacity installed in Canada to finish the feeder pigs
formerly shipped to the United States.  Thus total North American hog supplies will



Page 4

increase relative to the situation where COOL is not in place.  Higher hog supplies, ceteris
paribus, result in lower prices to hog farmers.

We would reiterate earlier comments we made in opposition to mandatory country of origin
labelling in our letter to the AMS from last August; namely that:

< A mandatory country-of-origin labelling system sets a dangerous precedent for other
countries to follow.  While we do not argue with its position opposing mandatory
labelling of genetically modified foods in Europe and elsewhere, we do not understand
how the U.S. government can at the same time be implementing laws to require country of
origin labelling for meat and other food products. 

< Mandatory systems impose marketing costs with no corresponding increase in consumer
benefits in terms of quality and safety.

< We once again recommend that the USDA look at simply adopting existing NAFTA rules
for tariff purposes; that country of slaughter and processing confers origin.  Slaughtering
represents a ‘substantial transformation’ in that the products obtained by it (meat, offal,
hides, etc.) are irreversibly different from the live animals from which they are obtained.

With respect to the AMS estimate of the reporting and recordkeeping costs to the U.S. industry
of $1.97 billion, it is, in our opinion, quite credible.  As already reported in the January 22
submission of the Government of Alberta, Sparks Companies Inc. performed an assessment of
the accuracy of this estimate.  The Canadian Pork Council is also a member of the consortium
for which Sparks arrived at cost estimates very similar to the USDA’s.

We concur with the Alberta government that recordkeeping is only one element of the costs of
COOL.  They point out that additional costs will include enforcement and segregation of
animals and products, and capital investments in marketing chain infrastructure.

We also agree with observations of the National Pork Producers Council in connection with
an impact study recently completed for them, that mandatory COOL will actually result in
some cost advantages for the Canadian hog and pork industries vis-à-vis their U.S.
counterparts.  We believe the NPPC is quite correct in concluding that “U.S. pork exports
could be 50 percent lower than they would be without the labeling program”.   We would
argue that the U.S. industry will also be more challenged to retain their domestic market share,
simply on the basis of cost competitiveness, given

< The U.S. hog industry will be burdened with identification and tracking system, as well as
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recordkeeping, costs, that are much larger than those that Canadian (or other countries’)
producers are required to bear.  

< The U.S.’s ability to sustain exports will be negatively impacted if COOL results in U.S.
produced pork being substituted for imported meat by domestic retailers.  This could
weaken prices paid to U.S. producers as past studies (e.g., for the U.S. Meat Export
Federation) point to exports as having a very positive impact on U.S. livestock prices.

< Canadian companies who can provide ‘case-ready’ pork may become preferred suppliers to
U.S. retailers over U.S. packers who source all or most of their animals from independent
livestock  producers.  This is because there is only one party, the Canadian case-ready
supplier, which is responsible for tracking data on the meat coming into the U.S. food
retail establishment.  For many of the U.S. suppliers, however, there will be concerns for
the integrity of tracking data from the plant back through to the many farms where that
plant’s hogs were finished and beyond, to the many other farms on which those finished
pigs were born (i.e., feeder pig suppliers). (We would note, however, that the Canadian
case-ready pork suppliers would have no advantage over U.S. integrated pork companies
which control their throughput from birth to slaughter — another case where the negative
impacts of COOL fall disproportionately harder on the smaller, independent producers.)

Having pointed out these potential relative cost advantages for the Canadian industry, we must
emphasize that these will be much more than offset for us by the additional costs incurred for
Canada to continue to trade with the United States and by the depressing effects on North
American hog price effects resulting from mandatory country of origin labelling.

We thank you for this opportunity to provide our comments on the recordkeeping cost
estimates and country of origin labelling in general.  

And finally, we join with the many other parties — U.S. and Canadian —  in strongly urging
the repeal of mandatory country of origin labelling.

Sincerely,

Edouard Asnong
President

EA/881














